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Abstract

When traveling in an autonomous car, the travel time can be used for performing activities
other than driving. This paper distinguishes users’ work-related and home-related activities in
autonomous cars and proposes an activity-based bottleneck model to investigate travelers’
behavior in the morning commute, shedding light on how the scope to undertake in-vehicle
activities affects travelers’ trip-timing preferences and decisions, and therewith social welfare.
These welfare effects can be expected to depend on the optimality of both the market for trips,
and the market for vehicles. We therefore consider different supply regimes for automobiles,
and un-priced congestion versus queue-eliminating road pricing. We reveal analytically the
relationship between users’ various in-vehicle activities and trip timing choices by
autonomous and normal car users. Three supply regimes for autonomous cars are investigated:
welfare-maximizing public supply, competitive marginal cost supply, and profit-maximizing
private supply. Pricing rules under different supply regimes are compared analytically, and the
relative efficiencies in terms of the welfare gains are compared numerically. Results show that
travelers’ in-vehicle activity choices have significant impacts on the travel patterns,

congestion externality, supply decisions and the associated welfare effects.
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1. Introduction

Autonomous cars are vehicles that can drive themselves without human operation.® The
emergence of autonomous cars is expected to provide an alternative way to alleviate the losses
caused by traffic congestion. In particular, autonomous cars allow users to use their travel time
more productively. Autonomous car users can perform actions other than driving; for example,
work activities, such as processing mail or writing documents, and behaviors associated with
being at home, such as relaxing or leisure (Haboucha et al., 2017; Pudane et al., 2018; Correia
et al., 2019). Unlike the pure deadweight loss for normal car users, travel time in autonomous
cars could become a closer substitute for time spent at home and/or at the workplace. This
raises an interesting and important issue: how do commuters’ in-vehicle activity choices
(leisure or work) affect their trip-timing preferences and travel decisions? Research on such
behavioral impacts of autonomous driving is, however, still in its infancy.

In the literature, studies investigating in-vehicle activities in autonomous cars can be
classified into two categories: the static time allocation model (Pudane et al., 2018; Fosgerau,
2019; Tscharaktschiew and Evangelinos, 2019) and dynamic scheduling model (Van den Berg
and Verhoef, 2016; Fosgerau, 2019; Tian et al., 2019; Pudane, 2020; Zhang et al., 2020). The
static time allocation model regards time as a quantity, and thus ignores the timing of trips.
The dynamic scheduling model, which was first introduced by Vickrey (1969), has been
recognized as an important tool for analyzing the issues related to trip timing. Several studies
have adopted the dynamic scheduling model to investigate the morning commute problem
with autonomous cars (e.g., Van den Berg and Verhoef, 2016; Liu, 2018; Tian et al., 2019; Su
and Wang, 2020). In this paper, we also employ a dynamic scheduling model, as we focus on
the interrelated trip timing decisions for autonomous and normal car users in the morning peak
period, and analyze the resulting congestion effects and welfare effects.

Existing dynamic congestion models investigating autonomous car users’ in-vehicle
activities mainly build on Vickrey’s (1969) bottleneck model, in which the benefits of
performing activities in the vehicle are modeled as a reduction in the value of time (VOT)
(Van den Berg and Verhoef, 2016; Tian et al., 2019; Zhang et al., 2020), or a change in the
value of scheduling delay early and late (Pudane, 2020). The main assumption behind this
approach is that users’ value of travel time and the value of schedule delay are constants, i.e.,

the marginal cost of travel time and the marginal costs of arriving early and late at work are,

1The Society of Automotive Engineers (SAE) defines 6 levels of driving automation ranging from Level 0 (fully manual) to
Level 5 (fully autonomous). https://www.synopsys.com/automotive/autonomous-driving-levels.html. This paper mainly

focuses on autonomous cars with full automation.
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respectively, assumed to be constants «, f, and . Such scheduling preferences are
referred to as o — f—y preferences (e.g., Knockaert et al., 2016).

However, some empirical studies have confirmed that individuals’ scheduling
preferences vary strongly over the morning peak. In particular, the values of schedule delay
and values of travel time are strongly time-dependent (see, e.g., Ettema and Timmermans,
1997, 2003; Liu et al., 2007; Tseng and Verhoef, 2008). In this regard, bottleneck models with
time-varying marginal utilities have been presented in the literature to investigate commuters’
travel choices (Vickrey, 1973; Fosgerau and de Palma, 2012; Fosgerau and Lindsey, 2013; Li
et al., 2014), the value of travel time variability (Tseng and Verhoef, 2008; Fosgerau and
Engelson, 2011; Borjesson et al., 2012), and congestion charging issues (Li et al., 2017; Li
and Zhang, 2020). Such time-varying scheduling models are referred to as activity-based
bottleneck models in Li et al. (2014, 2017). Nevertheless, these studies mainly involve auto-
only or auto-bus systems, and the marginal utility in the vehicle is normalized to zero since
there is no distinction between different in-vehicle activities.

As travelers are allowed to perform various productive tasks when traveling in an
autonomous car, these vehicles are expected to reduce the marginal disutility caused by travel
time. Nevertheless, the extent to which this marginal disutility will change is currently far
from clear. Several studies have used stated choice experiments to estimate the effects of
travelers’ in-vehicle activities on their preferences from the perspective of the value of travel
time savings. According to Steck et al. (2018), the value of travel time savings of an
autonomous car is 31% less than that of a normal car. Correia et al. (2019) observed that
people working in autonomous vehicles have a lower value of travel time saving compared to
those in normal cars; however, there is no difference in travel time spent by people on leisure
between an autonomous car and a normal car. Correia et al. (2019) further used the static time
allocation model to explain this phenomenon. There is still little if any experience from either
field trials or laboratory experiments of how in-vehicle utility varies by activity and time of
day. This study is the first quantitative approach taken to analyze the relationship between in-
vehicle activities and travelers’ trip-timing preferences and decisions under time-varying
scheduling preferences and dynamic congestion.

Against this background, we propose an activity-based two-mode model to investigate
the relationship between users’ various in-vehicle activities and travel patterns under time-
varying scheduling preferences and dynamic congestion. Before making their travel decision,
all travelers are assumed to be ex-ante identical. The proposed model distinguishes home-

related and work-related in-vehicle activities, and allows different in-vehicle activities to yield



different marginal utilities. As a result of the variability of the marginal utility of activities
over time, autonomous and normal car users not only show heterogeneity in scheduling
utilities, but also in their preferred arrival times. This heterogeneity is endogenous in the
model, due to travelers choosing endogenously between a normal and an autonomous car. To
the best of our knowledge, endogenous heterogeneity in preferred arrival times between
autonomous and normal car users has received very little attention so far. Studies accounting
for time-varying marginal activity utilities usually assume that all travelers are homogeneous.
Only Li et al. (2017) considered a linear time-varying marginal utility function to investigate
the step-tolling problem with heterogeneous users. In their setting, however, the utility in the
vehicle is normalized to zero and there is no behavior, such as the purchase of an autonomous
vehicle, which changes a user’s marginal utilities.

Our central focus is to establish how and to what extent the scope to undertake different
types of in-vehicle activities affects trip-timing preferences and decisions. It is important also
to understand whether, and to what extent, the answers will be context specific. Two important
factors in that respect are whether or not there are congestion policies in place, and under
which market conditions the supply of autonomous cars will occur. These two factors are
crucial because they are both important determinants of the prevailing market prices in the
two (inter-related) markets of interest: the market for vehicles, and the market for trips that
can be made with those vehicles. We consider the potential importance of these two context
variables by looking at conceptual endpoints on the imaginary scales that can be envisaged:
for trips, the two benchmarks of unpriced congestion versus optimally priced congestion; and
for vehicles, purely competitive supply versus monopolistic private, and public supply.
Considering only these stylized extremes allows us to explore the potential relevance of these
context variables, while maintaining focus on the main question that we seek to address by
keeping the number of cases to consider limited.

This paper sheds light on the travel equilibrium in a bottleneck system with autonomous
and normal cars and, considers various in-vehicle activity choices. Autonomous and normal
car users present heterogeneity in their preferred arrival times, due to the productive use of
travel time in autonomous cars. Different possible types of equilibrium patterns of travelers
may arise; for example, in terms of the order of traveling. Although the clear distinction in
various discretely different travel patterns is a natural consequence of a deterministic
modeling approach, the patterns will be strongly indicative of the temporal clustering of
traveler types that we may also expect to observe in reality. The same will be true for the

efficiency and welfare measures that we can derive. It is found that in the absence of road



pricing, autonomous and normal car users may travel simultaneously or sequentially. With
respect to the congestion effects, the marginal external benefit of switching from a normal to
an autonomous car may be positive or negative.

This paper also brings new theoretical and practical insights to road pricing. Charging
drivers for the delay or congestion they cause is a well-known concept among economists and
traffic engineers (Pigou, 1920; Walters, 1961; Vickrey, 1969). As is well established in the
literature, queuing is a pure loss with bottleneck congestion. Time-varying tolling removes
queuing, and users arrive in the order of the value of schedule delay (Arott et al., 1987;
Lindsey, 2004; Van den Berg and Verhoef, 2011a, b). It is widely recognized that
heterogeneous travelers may exhibit large behavioral differences in departure time choices
during peak hours and in response to congestion policies (Arnott et al., 1987, 1994; Lindsey,
2004; Van den Berg and Verhoef, 2011a, b; Li et al., 2017; Silva et al., 2017). Considering
time-varying scheduling preferences and endogenous heterogeneity, we find that the adoption
of autonomous cars and the time-varying marginal utilities obtained from performing various
in-vehicle activities will induce autonomous and normal car users to arrive sequentially or
alternatingly?. The associated welfare depends heavily on the equilibrium patterns and is also
significantly impacted. These results differ from those of Van den Berg and Verhoef (2016)
and Fosgerau (2019), in which road pricing does not affect travelers’ traveling orders and all
users arrive simultaneously.

This paper also aims to evaluate the welfare effects of different car supply regimes. We
compare three supply markets of autonomous cars: perfect competition, private monopoly,
and public supply. To this end, we build a zero-profit marginal cost supply model, a profit-
maximizing model, and a welfare-maximizing model; with the quantities supplied and the
prices charged as decision variables. The introduction of autonomous cars may attract
individuals who would not travel with only normal cars, and this results in an increase in travel
demand which in turn may worsen congestion. Therefore, it is necessary to consider price-
sensitive travel demand. The interaction between road pricing and car supply regimes is
explicitly investigated, and the pricing rule under different combinations of road pricing and
car supply schemes are obtained and compared analytically.

This study is different from the existing studies in the following major aspects. First, we
adopt a variant of the Vickrey (1973) bottleneck model of the morning commute, in which
individuals derive time-of-day varying utilities from being at home and being at work. By

distinguishing travelers’ home-related and work-related activities in autonomous cars, we

2 Here, “alternatingly” means that autonomous cars travel first, then normal cars, and finally autonomous cars again.
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allow the various in-vehicle activities to produce different marginal utilities, which are both
time-varying. Our model produces heterogeneity in general scheduling preferences and
preferred arrival times between autonomous and normal car users. Compared to the pre-
existing heterogeneity in previous studies that considered the morning commute problem with
multi-class users (see e.g., Arnott et al., 1987, 1994; Lindsey, 2004; Van den Berg and Verhoef,
2011a, b;), heterogeneity in this paper is endogenous and follows from the choice between
autonomous cars and normal cars. Second, travel equilibrium and the associated welfare
effects under road pricing are also explored; and, as explained, we consider three different car
supply regimes. These extensive differences allow us to gain new insights into travelers’ trip-
timing decisions and the resulting congestion effects and welfare effects, for a bi-modal
bottleneck system with autonomous cars. Table 1 below summarizes the differences between
earlier models and highlights our contribution to the literature on dynamic traffic models with

autonomous cars.

Table 1. Contributions to the dynamic congestion models with autonomous cars.

Citations Scheduling Activity Heterogeneity = Mode Car Road Elastic
preference choices choice supply pricing demand
Van den Berg and Verhoef (2016) a—-B-y x a v N, x x
Fosgerau (2019) Time-varying \ o X X x x
Zhang et al. (2020) a-pB-y x a v x N x
Pudane (2020) a-B-y \ a, By x x x x
This paper Time-varying \ h[t], v[t], Wit],t* v \ \

The remainder of the paper is organized as follows. Section 2 proposes an activity-based
bottleneck model to investigate travelers’ travel equilibrium in the absence of road pricing,
considering users’ various in-vehicle activity choices in autonomous cars. Section 3 compares
three supply regimes of autonomous cars: welfare-maximizing public supply, competitive
marginal cost supply, and profit-maximizing private monopolistic supply. Section 4
investigates the interaction between queue-eliminating road pricing and car supply regimes.

Numerical illustrations are presented in section 5 and section 6 concludes the paper.

2. Activity-based bottleneck model with autonomous cars

2.1 Assumptions and notation



Table 2. Nomenclature.
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Average toll for car type i users, 1=a,n

Relative efficiency




We begin our exposition by listing our assumptions and introducing our notation. We
consider a morning commuting schedule that consists of three activities (i.e., being at home,
being in the vehicle and being at work) and one trip (i.e., the journey from home to work).
Every morning, travelers travel from home to a workplace connected by a single road that is
subject to bottleneck congestion. Everybody travels either by autonomous car or in a normal
car. We ignore other transport modes, such as public transport and biking. Travelers can gain
utility from being at home, being in the vehicle and being at the workplace. All travelers are
ex-ante identical. They choose arrival times and select a travel mode (automated vs manual
driving) to minimize the generalized price.

This paper focuses on the effects of travelers’ various in-vehicle activities and does not
consider the potential increase in road capacity when autonomous cars are introduced (see,
e.g., Wadud et al., 2016; Van den Berg and Verhoef, 2016; Liu and Song, 2019; Wang et al.,
2021). In our modeling approach, although the increase in road capacity will shorten the
duration of the travel periods and thus bring an external benefit, it does not impact travelers’
traveling orders. Omitting such capacity effects thus allows us to focus on travelers’ trip-
timing preferences and travel decisions. The incorporation of the capacity effects can be made
in a future model extension.

This section builds an activity-based bottleneck model to investigate the relationship
between the travel times of autonomous and normal car users, and the associated congestion
effects, taking users’ in-vehicle activity choices into account. Next section will investigate
users’ mode choices and car suppliers’ supply decisions under different supply regimes of
autonomous cars. For ease of reference, Table 2 above summarizes the notation. The notation

will also be introduced in the text.

2.2 Model set-up

We build our model on Vickrey (1973) and Tseng and Verhoef (2008), extending their
modelling to a case in which travelers’ behavior in autonomous cars may affect the marginal
utilities of spending time in the vehicle compared to being at home or at work at the same
moment. We focus on the equilibrium travel patterns with mixed autonomous and normal cars.

In the morning, commuters can gain utility from being at home, being in the vehicle and
being at work. Let h[t] denote the marginal utility of being at home at time t, and W[t]
denote the marginal utility of being at work at time t. Each of the marginal utility functions

are assumed to be continuous and smooth. The marginal utility of being in a normal car is

normalized to zero. People adopting an autonomous car can spend time in the vehicle on
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activities other than driving, such as relaxing as they do at home or on professional activities
such as those they perform at work. We call these in-vehicle home activities and in-vehicle
work activities, respectively.

In order to reflect diverse substitution possibilities of time spent in an autonomous car,
we allow for different in-vehicle activities to generate different marginal utilities for different
activities. Although several studies have used experiments or survey data to estimate the value
of travel time savings with an autonomous car (Steck et al., 2018; Correia et al., 2019), the
evidence for how in-vehicle utility varies by activity and time of day is still limited. A natural
assumption to make is that engaging in a home-related activity yields a fraction of the utility
that would be gained from being at home at that moment. Similarly, engaging in a work-
related activity yields another fraction (possibly different) of the utility that would be gained
from being at work, again at the same moment. That is, the marginal utility of in-vehicle home
activities, V,[t],isaproportionof h[t], and the marginal utility of in-vehicle work activities,
vy, [t], is a proportion of W{t]:

v, [t]= (L-6,)-hit], v, [t] = (L-8,)-wit, (1)
where 6, and €, are assumed to be constants between 0 and 1. This assumption has also
been adopted by Fosgerau (2019) and Pudane (2020). Lower values of 6, and 6, mean
that autonomous car users obtain higher marginal utilities from the associated in-vehicle

activities.

Definition of in-vehicle activity choices. At any given time ¢, if performing home-related
activities in autonomous cars benefits users more, i.e., V,[t]>V,[t], they will choose home-
related in-vehicle activity; otherwise, if V,[t]<V,[t], they will choose work-related in-
vehicle activity.

As we only consider three possible locations for the individual, travel behavior is
determined entirely by differences in utility level. For users with car type i (i = n, a), let H'[{]
denote the willingness to pay to spend a unit of time at home rather than in the vehicle at time

t, and W[t] denote the same for being at work versus in the vehicle. Hence, we obtain:
H"[t]=h[t], H*[t] = h[t]- v, [t] =6, -H"[t],
WO[t] = wit], W [t] = wit] - v,[t] = 4, -W"[t],

where superscript ‘n’ indicates a normal, manually driven car, and ‘@’ indicates an autonomous

)

car. Eq. (2) implies that a switch to an autonomous car shifts H"[t] downwards by a

9



proportion of (1-6,,),and W"[t] downwards by a proportion of (1-4,,).

To motivate a trip from home to work, assume the marginal utility of spending time at
home is non-increasing over time in the morning period, and the marginal utility of work is
non-decreasing over time. This assumption has been justified by previous empirical studies
(see, for example, Tseng and Verhoef, 2008; Borjesson et al., 2012), and was adopted in studies
by Fosgerau and Engelson (2011), Fosgerau and Lindsey (2013) and Hjorth et al. (2015).
Under this assumption, H'[t] is non-increasingand W'[t] is non-decreasing over the peak.
At some moment in time, the value of W'[t] will equal the value of H'[t] to justify going
to work at all. Let t, denote the departure time of a traveler from home and t, the arrival
time of the traveler at the workplace. The free-flow travel time, which is the time needed from
home to work without congestion, is denoted as T, . For presentation purpose, we introduce

below the definition of preferred arrival time.

Definition of preferred arrival time. With a given free-flow travel time, T, individuals
with car type i would prefer to depart at moment t; and arrive at moment t, such that
HTt,]=W'[t,] and t, =t  +T,.Weuse t" to denote the intersection of H'[t-T,] and

W '[t], and call this the preferred arrival time.®

The relationship of the preferred arrival times between autonomous and normal car users

is presented in Proposition 1.

Proposition 1. If 6, <4, , t* <t™;if 4, <6,, t*“ >t";if 6,=4,, t* =t".

Proof. According to the above definition, the preferred arrival time is determined by
HTt"-T,1=W'[t"] . For normal car users, h[t"™ —T,]=w[t"] is satisfied, and for
autonomous car users, 6, -h[t* —-T 1=, -W[t*] is satisfied. Note that h[t] is non-
increasing over time and W[t] is non-decreasing. At t" , when 6, <€, , we have
O, -hit" -T,1=6,, -W[t"] <@, -w[t™]. This means that at t", autonomous car users will

stay at the workplace, since the marginal willingness to pay for being at workplace exceeds

3 Even though in reality there are official work start times, people routinely deviate from that. The essence of this issue is
the trade-off between the willingness to pay for being at home and the willing to pay for being at the workplace (or the trade-
off between the queueing time cost and scheduling delay cost). When the work time is subject to certain restrictions, the value
of schedule delay become higher, but the essence of the modelling work remains the same.
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their willingness to pay for being at home. Hence, t* <t™ holds. Similarly, when 6, >6,,,
O, -h[t" -T.1=6, -W[t" -T.1>8, -W[t"] holds. This indicates that autonomous car users
will choose to stay at home at t" . Hence, t* >t™ holds. When 6, =8, , all travelers have

the same preferred arrival time, i.e., t* =t™.

Remark 1. Proposition 1 reveals that when the substitution possibilities of performing home-
versus work- based activities in an autonomous car are perceived to be different, its adoption
will lead to a shift in the preferred arrival time. Pudane (2020, Chapter 3) derived,
simultaneously and independently of us, a similar result for a model in the case of no
congestion.* This property is important, since the heterogeneity in preferred arrival time has

significant impacts on travel decisions, as we will see in Section 2.4. Fig. 1 illustrates the case

under 8, <6, with t* >t™.

L ._-]—{I:‘[t:j:jf]\ Wi[tj—— ________
HT ] A el

Willingness to pay

rli ¥ ;a*
Arrival time t

Fig. 1. Preferred arrival times under 6, <6, .

The travel cost for travelers who depart at t; and arrive at t, involves the travel time
cost and the schedule delay cost. According to Tseng and Verhoef (2008), the travel time cost
involves travel delay cost and free-flow travel cost, which are jointly the integral of H'[t]
between t, and t,. The schedule delay cost is the integral of H'[t]-W'[t] between t,
and t" for arriving before t", and the integral of W'[t]—H'[t] between t" and t, for
arriving after t". Let T[t] denote the travel delay at the bottleneck for someone who arrives
at t, which equals the queue length when joining the queue divided by the bottleneck capacity

s. The travel cost for someone who departs at t, andarrivesat t,,with t, =t +T[t,]+T,,

4 But for dynamic congestion, Pudane (2020) only considered a—f8—y preferences, in which autonomous car users’ in-
vehicle activities do not affect their preferred arrival time.
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is (in line with Tseng and Verhoef, 2008):

[ C(H-WT)dt, if t, <t

[ty t,]= j: H [t]dt + i—a,n. 3)

Lt:(\Ni[t]—Hi[t])dt, if t* <t,

Consequently, for any arrival time ¢, the travel cost with car type i, C'[t], can be further

expressed as:
J~tti* (H i[t] —Wi[t])dt, If t< ti*
LL(W 't]-H'[tDat, if t" <t

2.3 Joint travel time and travel mode choice equilibrium

c[t]= an H[t]dt + i—a,n. @)

We first investigate the no-toll case in which the road is not priced. We use ‘NT’ to denote
this case. Section 4 will consider queue-eliminating road pricing.

In the dynamic equilibrium, travel costs for travelers with the same car type need to be
constant over the arrival times used by these users, and can be no lower at other times. In
equilibrium, we can, therefore, omit the arrival time indicator and write marginal costs and
benefits as functions of the numbers of autonomous and normal cars. It should be noted that
the specific expressions of the equilibrium travel cost differ in different cases. We use an
implicit form, c);[N?* N"], to denote collectively the equilibrium travel cost of users with
car type i , where subscript ‘N7 represents no road pricing, N® is the number of autonomous
cars, and N"is the number of normal cars.

The generalized price per trip is the sum of the travel cost, automobile cost and mark-up
on the car (over the marginal cost). The automobile cost captures the marginal production cost
of cars, which is assumed to be constant. The mark-up refers to the value that a supplier adds
to the marginal production cost, so that the sum of mark-up and marginal cost equals the
supply price. In this paper, the mark-up is determined by the car suppliers and is expressed as
a per-trip equivalent. Normal cars are assumed to be provided under perfectly competitive
conditions, and we normalize the automobile cost and mark-up for normal cars to zero. For
autonomous cars, we use  MC?to denote the automobile costand MU?® the mark-up per trip.
MC®and MU?, therefore, reflect by how much the marginal production cost and mark-up of
autonomous cars exceed those for normal cars; this difference may be negative, zero or
positive.

We assume that users regard autonomous cars and normal cars as perfect substitutes,

12



given that differences in the valuation of time in vehicles are already explicitly valued in our
model. Hence, there is one aggregate inverse demand function, D[N?®+ N"]. In the mode
choice equilibrium, travelers have no incentive to change their mode choice. That is, the
generalized price of the chosen mode is at the minimum of the generalized prices available,
and the generalized price of an unused mode is not below that minimum. As we consider price-
sensitive demand, the inverse demand must be no higher than the generalized price for both
vehicle types. The equilibrium can thus be mathematically expressed as:
N*-(D[N*+N"]-(c;[N*,N"]+MC* + MU*)) =0
N"-(D[N"+N"]-c};[N*,N"])=0

D[N?+N"]= (¢, [N?, N"]+ MC* + MU?) <0 . (5)
D[N?+N"]-c [N* N"]<0
N®>0, N">0

Normal cars and autonomous cars are both used only if the equation system in (5) has an
interior solution for N" and N?. Since the two vehicle types are assumed to be perfect
substitutes, given MC?® and MU?, functions ¢y, [N* N"] and ci;[N? N"] must vary
with N" and N? in a suitable way to get N" >0 and N®>0. In particular, cg; and
Cy; have different responses to marginal changes of N" and N?. Overall, if the benefits
from in-vehicle activities exceed the additional purchase cost, MC*+MU?, all users will
choose autonomous cars. If these benefits fall short of MC*+MU?, all users will choose
normal cars. For these corner solutions, the travel patterns reduce to those found in the regular
bottleneck model with homogeneous users, and are therefore not interesting for further
exploration in the current paper. We will therefore focus on interior solutions in the following

analytical exposition, while the numerical analysis that follows will take the possibility of

corner solutions into account.

2.4 Properties of the equilibrium travel patterns

In the following, we analyze the properties of the equilibrium; for example, in terms of
the arrival intervals of autonomous and normal car users.
In equilibrium, the travel cost for a type should be constant over time as long as arrivals

for that type occur. By taking the derivative of (4) to t, and solving dc'[t]/dt =0, we find:
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B W[t]
arie] | HO[E-TIO-T,l
Tdt LG W

6, H'[t-T[t]-T,]

with a normal car

(6)

with an autonomous car

Eq. (6) shows that when normal car users pass the bottleneck, the travel delay changes over
the arrival time at a rate of 1-W "[t] / H"[t—T[t]-T,1, and when autonomous car users pass
the bottleneck, the travel delay changes over the arrival time at a rate of
1-0,W"t)/(6, -H"It-T[t]-T, ).

According to Eq. (6), interior solutions for the mode choice equilibrium are more likely
to happen when 6, and 6, differ more strongly. Indeed, when 6, and 6, are
relatively close, the preferred arrival times, t* and t", also become closer. Therefore,
Cir[N*,N"] and ci,[N?® N"] have more similar responses to changes in N* and N",
which weakens the differences in impacts of N® and N" upon cy,[N? N"] and
Car[N? N"] . Corner solutions are thus more likely to happen. For instance, when
0, =6, <1, due to the same preferred arrival times between autonomous and normal car users
and the coinciding iso-cost curves as per Eq. (6), ci;[N* N"]<c\;[N* N"] holds for any
positive N* and N". If then ci;[N* N"]+MC?+MU? <cy,[N? N"], all users will
choose autonomous cars. As stated, we will not consider these corner solutions in the
analytical part of the paper as the analysis matches that of the standard bottleneck model. In
the following, we focus on the travel patterns when autonomous and normal car users are both
present.

Eqg. (6) indicates that when 6, #6,,, dT[t]/dt differs over car types. To keep the no-

toll equilibrium, autonomous and normal car users are separated temporally. More specifically,

W, G WY

when 6, <8, , 1- >1-—".
HTt-T[t]-T,1 6, H[t-T[t]-T]

always holds. This means

that the travel delay grows faster or shrinks more slowly for normal cars than for autonomous

cars, because normal car users need a steeper increase (or flatter decrease after t*) to

maintain the equilibrium. Specifically, if 6, and @, are very different, dT"[t]/dt >0and
dT?[t]/dt <O may happen. This means that the queue of autonomous cars has begun to

dissipate, whereas normal cars are still building up the queue. Combining t* <t™ (see
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Proposition 1), we can find that autonomous car users will travel first. By contrast, when

Wl G WY

- <1--*. always holds, meaning that the
H[t-T[t]-T,] Oy Ht-T[t]-T4]

6, >86,,

travel delay grows more slowly or shrinks more quickly for normal car users. Combining

t* >t", we can find that normal car users will travel first. We summarize this property in

Proposition 2 and Proposition 3.°
The proof of Proposition 2 is given in Appendix A. The derivations of the equilibrium
arrival intervals and the associated travel costs involve a rather tedious and cumbersome

process, and are thus provided in Appendix B.

Proposition 2. In the absence of road pricing, autonomous car and normal car users will never
travel alternatingly®; that is, both groups have only a single arrival time window so that the

group that travels first will not also travel last.

Proposition 3. In the absence of road pricing, autonomous car and normal car users may travel
simultaneously or sequentially, depending on the relative values of 6y and Oy.

(1) Case 0: If Oy = Ow, all users will travel simultaneously.

(1) Case 1: If 5 < Ow, autonomous car users will travel first.

(ii1) Case 2: If Oy> 6w, normal car users will travel first.

Remark 2. The equilibrium travel orders in Proposition 3 are different from the existing
studies, such as Van den Berg and Verhoef (2016), Fosgerau (2019), Tian et al. (2019), and
Pudane (2020), in which autonomous cars travel in the center of the peak period and normal
cars travel in the shoulders. The reason is that our model considers the variability of travelers’
travel preferences over time, and thus in-vehicle activities will lead to heterogeneity in the
preferred arrival time (see Proposition 1), which was ignored in the existing studies. Hence, it
is of great significance to consider time-varying marginal activity utilities when investigating

travelers’ various activities in autonomous cars.

5 Note that in this paper 0 and Oy are assumed to be constants. If we relax this assumption and consider time-varying 0
and Ow, autonomous car users may travel in the center and normal car users travel in the shoulders of the peak period. This
travel pattern has been studied in Van den Berg and Verhoef (2016).

6 We use the word “alternatingly” to mean that one type travels first, then the second, and finally the first type again.

15



In what follows, we maintain the definition of cases given in Proposition 3. Fig. 2
illustrates these different types of equilibrium.” As stated, the travel delay in Fig. 2 can be
interpreted as iso-cost curves in the absence of road pricing, with travel delay plotted along
the vertical axis and arrival time along the horizontal axis. The upper envelope gives the
equilibrium cost line. The dotted curves thus denote an out-of-equilibrium continuation of the
iso-cost functions for the corresponding type. These indicate what the travel times would have

to be, but are not, for users to be willing to travel at those moments outside their own

equilibrium time window.
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Fig. 2. Possible equilibrium travel patterns without road pricing.

Note: Case 1 happens when 6, <6, , and case 2 happens when 6, >, . The number of peaks is

determined by the share of autonomous cars and the difference between t* and t" .

The heterogeneity in preferred arrival times may lead to double peaks in the travel delay

curves. More specifically, when 6, <6, , normal car users travel first, due to t* >t™. As

7 Taking the second derivative of Eq. (6) with respect to ¢ yields dzT/ dt? <0, implying that the travel delay function is
concave. We ignore the less interesting case in which preferred arrival times for autonomous and normal car users are so
markedly different that the two travel delay curves do not intersect.
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6, increases, the two travel delay curves go from one intersection with double peaks, to one
intersection with one peak. When €, exceeds 6, , autonomous car users travel first. The
two curves now go from one intersection with one peak, to one intersection with double peaks.
Specially, if 6, =6, , all uses will travel simultaneously, which can be easily obtained from
Eq.(6). The number of peaks (i.e. one or two) is determined by the share of autonomous cars
and by the relative size of 6, and 6, . If performing in-vehicle home and in-vehicle work
activities yields markedly different marginal utilities, the preferred arrival times for
autonomous and normal car users are also markedly different and the travel delay curves will

have double peaks, as illustrated in Fig. 2a and Fig. 2d.

2.5 Properties of the congestion effects

In this bi-modal bottleneck system, with autonomous cars and normal cars interacting,
all users will impose congestion externalities on the others. In line with Lindsey (2004), the

congestion effects are defined as the derivative of type i’s generalized cost to the number of
typej users. By taking the derivative of ¢,;[N* N"] (i=a,n) withrespectto N* and N",

we find the own-congestion effects exceed the cross-congestion effects: travelers tend to
impose higher external costs on travelers of their own type than on travelers with different
preferences. We summarize this important property in Proposition 4. The proof of Proposition

4 1s given in Appendix C.

ocd ock ocl och
NT > NT and NT > NT

Proposition 4. When 6, #46,,, N° N N ONA

Proposition 4 indicates that the travel cost is more sensitive to the number of own-type

users. Indeed, when 6, <6, , autonomous cars travel first. Increasing the number of cars will
advance the starting time of the queue, and more so for increasing the number of autonomous
cars, due to the earlier preferred arrival time. Hence, cj; is more sensitiveto N?. Similarly,
increasing the number of cars will also postpone the ending time of the queue, and more so

for increasing the number of normal cars. Hence, cy, is more sensitive to N". The same

logic applies when 6, > 6, .
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The marginal external cost imposed by users with car type i, MEC', is the sum of the
congestion effects imposed on all other travelers, which can be expressed as:

acﬁ,T[Na,N”]+Nn.ac£,T[Na,N”]

MEC' = N*®. . .
oN' ON'

; (7

where the first term is the marginal external cost on autonomous car users, and the second
term is the marginal external cost on normal car users. Taking the difference between the
marginal external costs imposed by normal and autonomous cars, we obtain what we will refer

to as the marginal external benefit of a normal car user switching to autonomous driving, MEB:
MEB = MEC" — MEC*. )

Proposition 5 reveals the properties of the marginal external benefit. The proof is shown

in Appendix D.

Proposition 5. For the bi-modal bottleneck system with time-varying marginal activity
utilities, the marginal external benefit of switching from a normal to an autonomous car can
be positive or negative, depending on the marginal utilities for different activities and the

number of autonomous cars.

(i) When 6, <4, ,

MEB =

(6 =0 W Tty ]-(N*- (6 W It]- 6, -H[t, =T )+ N"- W"[t,]-H"[t, - T, ]))1
O -(H'It, ~Ty 1= H'[t, =T 1)+ 6y (W It,, ]-W [t 1)+ 6, -(W"t,]-W"[t, 1) s’

OMEB OMEB
<0, >0.
ON? ON"

(i) When 6, > 6, ,

(G —6,) W Tt J-(N*- By -W'[t,]= 0, -H'[t, T D+ N"- W"[t,]-H"[t, - T, ])).1
O -(H'[t, =Ty 1-H"It, ~ Ty 1)+ 6 - (WLt ]-W L) + 6, -(W L ]-W[E, 1) s

OMEB OMEB
<0,
ON? ON"

(iii)When 6, =6,,, MEB=0.

MEB =

>0.

Proposition 5 reveals that increasing the number of autonomous cars will lower the
marginal external benefit of switching from a normal to an autonomous car. This is intuitively

because travelers tend to impose higher external costs on travelers of their own type than
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travelers with different preferences. Two limiting cases can be considered. First, when
N" << N?, the overall marginal external cost caused by autonomous cars exceeds the
marginal external cost caused by normal cars, and the marginal external benefit of switching
from a normal to an autonomous car is negative. Second, when N" >> N?, the marginal
external benefit is positive, since the overall marginal external cost caused by normal cars is

higher than the overall marginal external cost caused by autonomous cars.

Remark 3. The observation in Proposition 5 is different from the ‘negative MEB’ found by
Van den Berg and Verhoef (2016), which states that the marginal external benefit of switching
from a normal to an autonomous car is always negative, regardless of the share of autonomous
cars. The reason is that in Van den Berg and Verhoef (2016), the choice for an autonomous car
lowers that traveler’s VOT, and does not have an impact on the value of schedule delay. To
maintain equilibrium, autonomous car users travel in the center of the peak period and normal
car users travel in the shoulders. For the remaining normal car users, another driver’s switch
from a normal car to an autonomous vehicle leaves their travel cost unchanged. For
autonomous car drivers, the own-congestion effect exceeds the cross-congestion effect, so that
the switch will lead to an increase in user cost. Hence, the marginal external benefit of
switching from a normal to an autonomous car is, in the absence of a capacity effect, always
negative in that model. However, in our setting, in-vehicle activities not only affect the
marginal utilities of time losses, but also the marginal utilities of schedule delay. As a result
of heterogeneous scheduling preferences, own-congestion effects exceed the cross-congestion
effects for both autonomous and normal car users. Hence, the number of autonomous cars and
normal cars also plays an important role in deciding the marginal external benefit, and it may
become positive even in the absence of a favorable capacity effect of autonomous driving.
This implies that ignoring the various in-vehicle activities and time-varying scheduling
preferences may overestimate the congestion effects of autonomous cars. Thus, the regulation
of autonomous cars is needed in order to achieve optimally control of traffic congestion and
improve welfare. For instance, the regulator could subsidize autonomous car users for the

positive externality, and tax them for the negative externality.

3. Supply regimes of autonomous cars

Switching from a normal to an autonomous car may bring a positive or negative

externality, but travelers are typically assumed to ignore the externalities they impose on
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others. This section investigates car suppliers’ pricing decisions under three supply regimes
of autonomous cars: welfare-maximizing public supply, competitive marginal cost supply, and
private monopolistic supply. Normal cars are supplied under perfect competition and the
mark-up on them is thus zero. We consider price-sensitive demand, such that if autonomous
cars lower costs, demand and congestion will increase.

The decision variables of car suppliers include the number of autonomous cars N?, the
number of normal cars N", and the mark-up on autonomous cars MU?. We are interested
in suppliers’ pricing decisions on autonomous cars, and the welfare effects under different
supply regimes, compared to the social optimum. As road congestion is un-priced, the welfare-
maximizing public pricing is second-best. In the next section, we will consider queue-

eliminating road pricing and the associated car supply decisions.

3.1 Welfare-maximizing public supply of autonomous cars

A social planner aims to maximize social welfare by setting the mark-up on autonomous
cars, hence affecting users’ mode choices. Social welfare, SW , is defined as the total
consumer benefit minus the travel costs and minus the automobile cost. When both vehicle
types are used, i.e. N'>0, the welfare-maximizing problem can be mathematically

expressed as:

max  SW =j0N ™ DInldn—c2 [N® N"]-N®—c" [N® N"]-N"—MC*-N*

N N",MU?
. [DIN*+N"T=Cir [N*, N1+ MC* + MU' G
S.t.
DIN®+N"]=cy;[N% N"]
Solving the Lagrangian associated with Eq. (9) yields the following interior solutions of
the mark-up:
ocy,
a n -D'+ N; a n
MUa:aCNT Na_'_aCNT N" — ON? |. OCyr Na+8CNT N | (10)
ON? ON? D’ ocCyr ON" ON"
J— + R L
oON"

The derivation of the pricing rule in Eq. (10) is provided in Appendix E. The first two
terms in Eq. (10) are the marginal external costs imposed by autonomous car users. The last
term corrects for the marginal cost of congestion caused via the substitution between

autonomous and normal cars. This correction equals the marginal external costs imposed by

normal cars, multiplied by a fraction (—D'+ Z‘;\TZ ) / (-D'+ g(,:\'r; ).
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Proposition 6. Under all travel pattern cases, the second-best mark-up on autonomous cars

can be collectively expressed as
MU? = MEC® —AN"/AN®-MEC", (11)
with the last term measuring the substitution effects between autonomous and normal cars,

and AN"/AN® <1.

Proof. The numerator term of the fraction (~D'+dch, /ON?®) is indeed the change in the
constraint for normal cars due to a marginal change in N®, whereas (~D'+6ck; /ON") is

the change in the constraint for normal cars due to a marginal change in N". The ratio

(—D'+ZC|\’I“Z) / (—D'+aIC\INI) therefore gives AN"/AN? | which can be interpreted as the

change in the number of normal cars induced by a change in the number of autonomous cars.

Cr > Ot holds. Hence, (—D'+a(:’\';)/(—D'+ Dy
ON? ON

<1.
GN”)

According to Proposition 4, -

The entire mark-up can thus be rewritten as Eq. (11), with the last term measuring the
substitution effects, which corrects for the marginal external costs of congestion caused by

substitution to normal cars when a mark-up is levied on autonomous cars.

Remark 4. Combining the properties of the congestion effects and the marginal external
benefit in Proposition 4 and Proposition 5, we find that the second-best mark-up on
autonomous cars may be positive or negative. Specifically, if the overall demand is perfectly
inelastic, ie., AN"/AN®*=1 | the mark-up on autonomous cars becomes

MU*® =MEC® -MEC" =—MEB . The negative value here means the regulator needs to

subsidize autonomous car users, so a negative tax, when they cause a positive externality.

3.2 Zero-profit marginal cost supply of autonomous cars

Perfect competition leads to supply against marginal and average cost, and thus a zero
mark-up. Given the inverse demand function and marginal utility functions, solving Eq. (5)
yields the solutions of the equilibrium numbers of autonomous and normal cars. Comparing

the zero mark-up with the second-best mark-up in Eq. (10), the relationship between marginal
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cost supply and second-best public supply can be obtained, as presented in the following

proposition.

Proposition 7. Compared to second-best public supply, marginal cost supply may lead to the

under-supply or over-consumption of autonomous cars.

Remark 5. The above result differs from Van den Berg and Verhoef (2016), in which marginal
cost supply always leads to over-consumption of autonomous cars when only considering the
reduction in the VOT and ignoring the capacity effects. The reason is that in their setting,
autonomous cars travel in the center of the peak period; switching from a normal car to an
autonomous car thus raises the externality on autonomous car users themselves and does not
affect normal car users. Therefore, the marginal external benefit is always negative. In our

setting, the mark-up under a second-best public supply may be positive or negative.

3.3 Private monopolistic supply of autonomous cars

The private monopolist maximizes its profit, II, which equals the mark-up per trip

multiplied by the number of autonomous cars. The profit maximization problem is:

max II=MU?.-N?

N2 ,N" MU?
t DIN®+N"]=c2 [N* N"]+MC*+MU*®- (12)
S.L

D[N*+N"]=cf,[N* N"]

Solving the Lagrangian associated with Eq. (12) yields:
N®-(D’-acy; /oN")

MU? =-N?.(D'—ocd, /ON? )+ (D'=oc, /JON?), 13
( NT/ ) (D'—@CET/GN”) ( NT/ ) (13)
which can be further rewritten as:
ocy,
a n -D'+ N; a n
MUa:(%_aci)Na_ ON (acNT_aCNT)Na’ (14)
ON? ON? _D,+8C,'\]T ON"  ON"
ON"

ON®  ON?® AN? "ON"  ON"
The first term in Eq. (14) represents the change in the marginal willingness to pay for
autonomous cars, caused by a change in the number of autonomous car users themselves. The
last term corrects in order to include the change in marginal willingness to pay caused via the

substitution between autonomous and normal cars, when an MU” is levied on autonomous

22



cars. This correction equals the marginal willingness to pay caused by a change in the number
of normal cars, multiplied by a fraction that represents the change in the number of normal
cars following a change in the number of autonomous cars. As normal cars are provided under

perfect competition and the mark-up on them is zero, this fraction has the same expression as

that for welfare-maximizing public supply and again gives AN" / AN? , as expressed in Eq.

(15).

Proposition 8. In the absence of road pricing, under all equilibrium travel pattern cases, the

private monopolistic mark-up on autonomous cars can be collectively expressed as:

MU® = MeC® - 2N pecn - (Par _ AN Sy ey (16)
AN? ON®  AN® ON"

with the second term measuring the substitution effects between autonomous cars and normal

cars, and the last term measuring the private monopoly power.

4. Queue-eliminating road pricing

As is well established in the literature, queuing is a pure loss with bottleneck congestion,
and can be removed with time-varying tolling (Arnott et al., 1987). This section will
investigate the interaction between queue-eliminating road pricing and car supply regimes.

We first look at users’ travel behavior under queue-eliminating road pricing. Since all

queuing is eliminated, the travel delay T[t]is zero. The travel price at arrival time t is the
sum of the free-flow travel cost, the schedule delay cost, and the time-varying toll z[t]. The
schedule delay cost is, as before, the integral of H'[t]-W'[t] between t and t" forarrival

before t', and the integral of W'[t]— H'[t] between t"and t when arriving after t".
Let subscript ‘CP’ denote the time-varying road pricing regime. At any arrival time, t,

the travel prices, picp [t], are:

pLelt]= | tT HP[tldt + [ W [tJdt +7[t], with a normal car,

- (17)
peelt]l=6, - L iTﬁ H"[t]dt + 4, -.[:a*Wa[t]dt +7[t], with an autonomous car
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4.1 Properties of the equilibrium travel patterns

In equilibrium, travel prices for all users are constant over time as long as arrivals occur.
Taking the derivative of Eq. (17) with respect to ¢ yields:
deft] |H'It-TI-W"[t], with a normal car,
dt {QH H'[t-T,.]-4,W"[t], withanautonomous car.

(18)

Eq. (18) implies that when normal car users pass the bottleneck, the toll must change over
the arrival time at a rate of H"[t—T,]-W"[t], and when autonomous car users pass the
bottleneck, the toll must change over the arrival time at a rate of 6, H"[t-T,]-4,W"[t] to
decentralize the optimum.

The equilibrium travel orders are similar to those in the absence of road pricing. However,
it is now noteworthy that when 6, is close to 6, , autonomous car users travel in the
shoulders of the peak period and normal car users travel in the center. Indeed, as 6,
approaches 6,,, the preferred arrival times for autonomous and normal car users becomes
closer, but autonomous car users prefer a lower toll since they can reduce the cost of
scheduling delay by performing tasks in the vehicle. As a consequence, there exist three
possible relationships between the arrival intervals of autonomous and normal car users. We
present this important finding in Proposition 9 and the arrival intervals and time points are
defined in Fig. 3. Where t; and t, denote the starting and ending time of tolling, t; and
t; denote the starting and ending time for the traveling in the out-of-equilibrium continuation
of the iso-price functions, and t,, and t, denote the transition times when the first type
stops traveling and the second type starts traveling. The proof of Proposition 9 is given in

Appendix F.

Proposition 9. With queue-eliminating road pricing, autonomous and normal car users may

travel sequentially or alternatingly. Three possible equilibrium travel patterns may arise.

"t T -
(i) Case 1: If L =Ty > a-4,) and t, >t2, autonomous car users will travel first.
Wt ] 1-6,)

.. . Hn[tna _Tff] (1_%) a i
(i1) Case 2: If . < and f; <t, normal car users will travel first.
Wil (A-64)
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H'It, —Tel @-4,) H'It.-Tel_(@-4,)

(i) Case 3: If , )
Wit 1 (1-6y) Wot.l  (1-64)

t <t! and t >t],

normal car users will travel in the center and autonomous car users will travel in the shoulders

of the peak period.

Normal cars Autonomous cars

Autonomous cars Normal cars

(@) Case 1 (b) Case 2

Normal cars

——

[ I § I(Ti? t t " t

& 5 na

Autonomous cars Autonomous cars
(c) Case 3

Fig. 3. Relationship between arrival intervals of autonomous and normal cars.

Note: The conditions for each case to happen are summarized in Proposition 9.

Remark 6. Proposition 9 suggests that under queue-eliminating road pricing, in-vehicle
activities still play important roles in determining the aggregate travel patterns. More
specifically, when Oy is markedly lower than 6y, normal car users travel first and there are
double toll peaks. As Ow increases, the two toll curves go from one intersection with double
peaks, to one intersection with one peak. When @y approaches 6y, the two toll curves have
two intersections, in which case 3 happens. As @y continues to increase, normal cars travel
first, and the two toll curves go from one intersection with one peak to one intersection with
double peaks.

Using the same logic as in the absence of road pricing, we can obtain the equilibrium

arrival intervals and the associated travel price. We again omit the arrival time indicator and
use piCP[N *'N"] to denote the equilibrium travel price for users with car type i under queue-

eliminating road pricing.
In the following, we investigate the pricing rule of autonomous cars under different

supply regimes with queue-eliminating road pricing. We again compare three supply regimes:
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welfare-maximizing public supply, marginal cost supply, and profit-maximizing private

monopolistic supply.
4.2 Different supply regimes of autonomous cars

The congestion toll is the transfer of money from road users to the authority and is not
included in welfare. Solving the associated welfare-maximizing problem, we can obtain the
relationship between welfare-maximizing public supply and marginal cost supply, which is

presented in Proposition 10. The proof is given in Appendix G.

Proposition 10. When the queuing delay at the bottleneck is replaced by a time-varying toll,

marginal cost supply of autonomous cars achieves the social optimum.

Remark 7. As all queuing is eliminated, in equilibrium, the marginal social cost for certain
car type users is constant and equals their travel price. The welfare-maximizing mark-up thus
becomes zero: the optimal congestion price gives the optimal incentive to switch to an
autonomous car if both types of car are priced at a marginal automobile cost. Accordingly, the
marginal cost supply of autonomous cars produces a social optimum.

Solving the profit-maximization problem yields the optimal mark-up under private
monopolistic supply. It is found that with a profit-maximizing private supply, the pricing rule
of autonomous cars under queue-eliminating road pricing is similar to that in the absence of
road pricing. The only difference is that now we use the travel price, piCP (i=a,n), to replace

the travel cost C; (i=a,n) inEq. (13).

5. Numerical examples

This section presents two numerical examples to illustrate the proposed model and
analysis: one for Oy = 0w and one for 85> Ow. We present the numerical outcomes under the
competitive marginal cost supply, welfare-maximizing public supply, and private
monopolistic supply of autonomous cars, without and with road pricing. After discussing the
base cases, we turn to the sensitivity analyses. The model outcomes are rather sensitive to the
parameters, underlining the importance of presenting this wide spectrum of results.

The numerical setting stays close to that in Van den Berg and Verhoet (2016) and focuses
on petrol passenger cars. We consider a trip of 20 km with a free-flow travel time of 20 minutes,

implying a free-flow speed of 60 km/h. The capacity of the bottleneck is 3,600 vehicles per
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hour. We use an MC_ of €1.51 (Van den Berg and Verhoef, 2016). We compare outcomes under
two cases: 6, =6, =08 and 6,=0.8, g, =0.5. The sensitivity analyses do indeed
present a wide spectrum of outcomes as 6, and 6, vary over the entire range.

The marginal utility functions are constructed to ensure that the average travel delay cost
per hour and the average travel time cost per hour approximates the values under o —f—y
preferences (see, e.g., Small, 1982; Kouwenhoven et al., 2014). For users with normal cars,
we use the marginal utility functions as follows:

H"[t]=12-5t,W"[t] =8+10t . (19)
Since such linear marginal utilities can be regarded as an approximation of non-linear
marginal utility functions, this illustration can be considered as a first linear approximation of
the outcomes with general scheduling preferences.

The inverse demand function is linear, and is calibrated to ensure that the price elasticity
of demand is -0.35 in the base equilibrium, and when there are no autonomous cars, there are
9,000 users. This results in D[N® + N"]=59.27 —0.0049-(N® + N") .

Under this base calibration, in the equilibrium without road pricing, the travel cost under
zero free flow travel time is €11.72, and the generalized travel cost is €15.37. An equilibrium
travel cost of €11.72 and a peak duration of 2.5 hour would for the Vickrey (1969) model
mean that ¢ =4.69, which corresponds with y =22.74 and £ =5.91. The free-flow travel
cost of €3.65 for 20 minutes produces an « of 10.95. This implies that the choice of the
marginal utility functions appears to be reasonably in line with earlier studies.

For presentation purpose, we use AV to denote autonomous cars, MC to denote marginal
cost supply, Pub to denote welfare-maximizing public supply, and PM to denote private
monopolistic supply. Welfare-maximizing public supply of autonomous cars with road pricing
naturally produces the social optimum. We are interested in the total number of users N, the
number of autonomous car users N?, the number of normal car users N", the equilibrium
travel cost without road pricing C:\‘T , the equilibrium travel price with road pricing picp , the
average toll for each autonomous car user r° , the average toll for each normal car user " ,
social welfare SW, and relative efficiency @ . Relative efficiency for a certain regime is
defined as the welfare improvement compared to the case without autonomous cars in the

absence of road pricing, divided by the welfare improvement of public supply with queue-
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eliminating road pricing.® Relative efficiency cannot, therefore, exceed 1.

5.1 Base case with Ou= 0w = 0.8, implying equal preferred arrival time

The setting of 8= Ow = 0.8 means autonomous and normal car users have the same
preferred arrival time, i.e. ¥ = "= 0.38. Travelers tend to perform home-related activity when
the arrival time is earlier than 0.27, and tend to perform work-related activity when they arrive
after 0.27. We are interested in the equilibrium outcomes under different supply regimes and

the associated equilibrium travel patterns.

5.1.1 Equilibrium with 8= 6w = 0.8

The outcomes under different supply regimes with 6= 6y = 0.8 are given in Table 3.
The introduction of autonomous cars lowers travel costs (prices). Even with a private
monopolist, users are better off than they are without autonomous cars. Of course, users can
individually never be worse off than before given the choices of others, as they can always all
choose to continue using normal cars; in this case they are better off also after considering

others’ behavioral changes. Some interesting observations are summarized as follows.

Table 3. Outcomes with 6, =0.8,6, =0.8, t. =t> =0.38.

Without road pricing With road pricing
NodV — MC Pub& PM  Pub & MC PM
N 9,000 9,195 8,974 9,195 9,091
N® 0 9,195 8,974 4,002 1,857
N" 9,000 0 0 5,193 7,233
MU® 0 0 1.55 0 0.73
c (ps) i 12.70 12.24 12.70 12.48
¢ (pL) 1537 - - 14.21 14.72
° 0 0 0 3.64 1.82
" 0 0 0 9.27 8.56
SwW 197,574 207,140 211,200 269,830 269,090
w 0 0.13 0.19 1.00 0.99

8The relative efficiency measure is @ = (SW — SW " A NT) /(SW P0.CF _ gy N AVNTY
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In the absence of road pricing, all supply regimes lead to the corner solution of 100%
autonomous cars and cause the over-consumption of autonomous cars. For marginal cost
supply, this is due to the zero mark-up and the lower generalized price of an autonomous car.
For welfare-maximizing public supply and private monopolistic supply, the corner solution is
due to the user equilibrium conditions for car ownership and for road use. In this situation, it
is unprofitable for the private monopolist to apply a price premium, because the higher profit
margin would be outweighed by a loss of autonomous car sales as individuals would switch
to normal cars. As a result, the welfare-maximizing and profit-maximizing regimes have the
same equilibrium, and thus result in the same relative efficiency.

With queue-eliminating road pricing, welfare-maximizing and private monopolistic
supply both lead to interior solutions. Private monopolistic supply results in the under-supply
of autonomous cars (1,857 vs 4,002), due to private monopolistic power. Since road pricing
eliminates all congestion externality, the mark-up is still lower than that without road pricing
(0.73 vs 1.55). In addition, the average toll for autonomous car users is less than that for
normal car users. The reason is that normal car users pass the bottleneck in the central peak
period, and autonomous car users pass the bottleneck in the shoulders of the peak period, as
illustrated in Fig. 4b.

Road pricing is effective in improving welfare, and even with a private monopolist the
relative efficiency is 0.99. This is intuitive, as queuing is eliminated. Without road pricing,
perfect competition may be more harmful to users than private monopolistic supply. Indeed,
although consumer surplus falls due to the private monopolist’s pricing behavior, the welfare
with a private monopolist still exceeds that under marginal cost supply, as congestion is

reduced to a greater extent by having fewer travelers.

5.1.2 Travel patterns with 0= 6w = 0.8
Fig. 4 shows the equilibrium travel patterns under different supply regimes: (a) without
road pricing and (b) with queue-eliminating road pricing. For 6, =68, =0.8, the relative

impact of autonomous driving on the ability to perform home and work activities in the car,
as opposed to at the relevant location, are the same. Table 4 further presents the specific
intervals of traveling and in-vehicle activity choices under different regimes.

As discussed, without road pricing, autonomous and normal car users travel sequentially.
With road pricing, autonomous car users travel in the shoulders of the peak period to avoid a
higher toll, and normal car users travel in the center to save the schedule delay cost. Fig. 4a

shows that without road pricing, all users choose autonomous cars. The peak lasts longer for
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marginal cost supply than the peak for public and private monopolistic supply, owing to a

larger number of vehicles. More specifically, under marginal cost supply, autonomous car

users arrive in the interval [-0.90, 1.65], as presented in Table 4. Under welfare-maximizing

public supply and private monopolistic supply, they arrive in the interval [-0.87, 1.62].

Fig. 4b shows that with road pricing, normal car users arrive in the center and

autonomous car users in the shoulders of the peak period. The toll starts earlier and ends later

under welfare-maximizing public supply than under a private monopoly, owing to the larger

number of vehicles. As a result of the larger number of normal cars, the maximum toll with a

private monopolist exceeds that with a welfare-maximizing public supplier.

Toll 7[t]

Travel delay T|[t]

—e— MC, autonomous cars
—— Pub & PM, autonomous cars

T T T 1

[

-1.0 -0.5 0 0.5 1.0 1.5 2.0

Arrival time t

(a) Without road pricing (All users choose autonomous cars)

——Pub&MC, autonomous cars

- = =Pub&MC, normal cars - ___ _——— ™
—»—PM, autonomous cars Pt -~
- % -PM, normal cars y

T T T T
0 0.5 1.0 1.5 1.7
Arrival time t

(b) With road pricing (Autonomous cars travel in the shoulders of the peak period)

Fig. 4. Equilibrium travel patterns with 6, =8, =0.8.

For autonomous car users’ in-vehicle activity choices, travelers tend to perform the

home-related activity when the arrival time is earlier than 0.27, and the work-related activity
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if they arrive after 0.27. It can be observed from Table 4 that in the absence of road pricing,
around 45% of the travel time is spent on the home-related activity to reduce the cost of
schedule delay early, and 55% on the work-related activity to reduce the cost of schedule delay
late. With queue-eliminating congestion pricing, half of the travel time is spent on the home-

related activity.

Table 4. Arrival and in-vehicle activity intervals with 6, =0.8, 4, =0.8.

Normal cars Autonomous cars
Arrival Arrival In-vehicle In-vehicle
interval interval home activity =~ work activity

MC - [-0.90, 1.65] [-0.90,0.27] [0.27, 1.65]

NT | Pub & PM - [-0.87, 1.62] [-0.87,0.27] [0.27,1.62]
[-0.90, -0.34]

MC & Pub [-0.34, 1.10] (1,10, 1.65] [-0.90,-0.34] [1.10, 1.65]
CP [-0.88, -0.63]

PM [-0.63,1.38] [-0.88,-0.63]  [1.38,1.64]

[1.38,1.64]

5.2 Base case with Op= 0.8, Ow = 0.5, implying that autonomous car users having a

later preferred arrival time
5.2.1 Equilibrium with 6y = 0.8, 8w = 0.5

In this subsection, we consider 8= 0.8, O = 0.5, with #*"= 0.38 and "= 0.77. Table 5
shows the equilibrium outcomes. All supply regimes lead to interior solutions. Marginal cost
supply and welfare-maximizing public supply without road pricing lead to over-consumption
of autonomous cars, whereas private monopolistic supply leads to under-supply, more so when
combined with road pricing. Some main insights are summarized as follows.

(i) Although road pricing eliminates all congestion externality, private monopolistic mark-
up is slightly higher than that without road pricing (3.88 vs 3.83). Owing to the higher
travel cost difference between driving autonomous cars and normal cars, and the greater
willingness to pay for autonomous cars, queue-eliminating road pricing now raises the
private monopoly power.

(if) Welfare-maximizing supply with congestion tolling and marginal cost supply without
congestion tolling lead to the same equilibrium travel costs (prices) for users with the

same type of car, although these two regimes have different supply decisions, even though
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social welfare is different because queuing occurs in only one of the two situations. This
reflects that although road pricing affects the optimal split of different car types in
addition to the impacts on travel patterns, it does not affect the first and last travelers’
travel behavior. The travel intervals in Table 6 in subsection 5.2.2 further confirm this
point.

(iii) For the congestion toll, owing to the larger congestion externality caused by normal cars,
the average toll for normal cars again exceeds that for autonomous cars, and especially so
for private monopolistic pricing. This is because the private monopoly power leads more
users to choose normal cars, and the higher number of normal cars causes normal car
users to pass the bottleneck in the central peak period. The travel patterns in Fig. 5b in
subsection 5.2.2 further confirm this point.

(iv) In terms of the relative efficiency, road pricing again performs better than not having road
pricing. Without road pricing, marginal cost supply now performs better than private
monopolistic supply (relative efficiency of 0.40 vs 0.35), and slightly worse than welfare-
maximizing public supply (0.40 vs 0.41).

Table 5. Outcomes with 8= 0.8, 8w = 0.5, "'=0.38, "= 0.77.

Without road pricing With road pricing
No AV MC Pub PM Pub & MC PM
N 9,000 9,742 9,638 9,398 9,742 9,393
' 0 6,737 5,366 3,036 5,254 2,422
N" 9,000 3,004 4,272 6,362 4,488 6,972
MU @ - 0 1.21 3.83 0 3.88
¢t (p%) - 10.03 9.33 7.88 10.03 7.85
cho (p) 1537 1154 12.04 1322 11.54 13.24
r° ; ; ; ; 5.30 2.62
" - - - - 5.65 6.97
SW 197,574 232,500 234,050 228,030 285,700 280,540
w 0 0.40 041 0.35 1.00 0.94

32



5.2.2 Travel patterns with 0y = 0.8, O = 0.5

Fig. 5 depicts equilibrium travel patterns. Work-related activities in the vehicle reduces
the cost of schedule delay late for autonomous car users. Thus, the preferred arrival time for
normal car users is earlier than that for autonomous car users. In equilibrium, normal car users

travel first.

i

- - MC, normal cars
0.94 —e— MC, autonomous cars
= = = Pub, normal cars
0.8 Pub, autonomous cars
- % = PM, normal cars
:.0-7 71 —»— PM, autonomous cars
=
., 0.6 ,
= ’
< 0.5 ‘7
@ Yy
%04 v
= i oss
= 034 g
o 47
i
0.2 1’ Iél
;e
0.1 ill;’
i
0 sl T T T T T T 1
-1.0 -0.5 0 0.5 1.0 1.5 2.0 2.5
Arrival time t
(@) Without road pricing (Normal cars travel first)
10 4
S - - - Pub &MC, normal cars
94 s RN —— Pub & MC, autonomous cars
, * S - = PM, normal cars
8 4 y . »‘\ —%— PM, autonomous cars
’ .7 =
74 /! e
i 7
l; /
—_ 61 ' /
= 7 4
[ ¥ ’
_— 3 ’ ’
E ’1 II
44 ro
¥ i
i 1
3 - i '
oo
I I
2 - }I ll
'] I
1 - [l ll
1 I
0 sk L T T T T T T 1
-1.0 -0.5 0 0.5 1.0 1.5 2.0 2.5

Arrival time t
(b) With road pricing (Normal cars travel first)
Fig. 5. Equilibrium travel patterns with 85= 0.8, 8 = 0.5.

Although the starting and ending arrival times are the same for marginal cost supply
without road pricing and welfare-maximizing public supply with road pricing, the equilibrium
travel patterns are still different because car ownership numbers are different. More
specifically, for the former regime, normal car users arrive in the interval [-0.64, 0.19] and

autonomous car users arrive in the interval [0.19, 2.06], as presented in Table 6. In contrast,
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for the latter regime, normal car users arrive in the period [-0.64, 0.60] and autonomous car
users arrive in the interval [0.60, 2.06].

Unlike the single peak in other regimes, travel delay or toll functions have double peaks
under private monopolistic supply without congestion tolling, and under welfare-maximizing
public supply with road pricing. The double peaks are induced by relatively similar numbers
of autonomous and normal cars. This illustrates that the share of autonomous cars also affects
the shape of the travel delay (or toll) functions.

For autonomous car users’ in-vehicle activity choices, Table 6 shows that all travelers

tend to perform work-related activity in the vehicle, to reduce the cost of schedule delay late.

Table 6. Arrival and in-vehicle activity intervals with 6, =0.8,6, =0.5.

Normal cars Autonomous cars

Arrive Arrive In-vehicle In-vehicle
interval interval home activity ~ work activity
MC [-0.64, 0.19] [0.19, 2.06] X [0.19, 2.06]
NT Pub [-0.67, 0.51] [0.51, 2.00] X [0.51, 2.00]
PM [-0.75, 1.02] [1.02, 1.86] X [1.02, 1.86]
MC & Pub  [-0.64, 0.60] [0.60, 2.06] X [0.60, 2.06]
CP PM [-0.75, 1.19] [1.19, 1.86] X [1.19, 1.86]

5.3 Varying Ow

As there is little to no guidance from the literature on the values of 6, and §,,, itis
vital to carry out extensive sensitivity analysis. To that end, we keep the value of 6, at 0.8
and vary €, from 0.3 to 1.0. Subsections 5.3.1 and 5.3.2 present the changes in equilibrium

travel patterns and relative efficiency, respectively.

5.3.1 Changes in travel patterns

A smaller 6, means a higher marginal utility of performing the work-related activity
in the vehicle. Hence, as 6, decreases, the percentage of travel time spent in the work-
related activity increases, and reversely for the home-related activity. The travel delay or
congestion toll curves for autonomous car users now move to the right. The travel patterns

naturally confirm the insights from the theoretical model. Fig. 6 and Fig. 7 use welfare-
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maximizing public supply to illustrate the specific changes in the equilibrium travel patterns,

in the absence of road pricing and under queue-eliminating road pricing, respectively.
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Fig. 6. Changes in travel patterns without road pricing.
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Fig. 6 confirms that in the absence of road pricing, when 6, <6, , normal car users
travel first. As 6, increases, the two travel delay curves go from one intersection with
double peaks, to one intersection with one peak. When 6, > 6, , autonomous car users travel
first. The two curves now go from one intersection with one peak, to one intersection with
double peaks, and then to one intersection with one peak.

Fig. 7 shows that under queue-eliminating road pricing, changes in equilibrium patterns
are similar to those without tolling: with a smaller 6, , normal car users travel first, and the
reverse with a larger 6, . Specially, when 6, is close to 6, , normal car users travel in the

central peak and autonomous car users in the shoulders of the peak period.

5.3.2 Relative efficiency

In addition to travel patterns, the associated social welfare impacts under different supply
regimes are also strongly affected by travelers’ in-vehicle activities. Fig. 8 depicts the relative
efficiencies under all supply regimes. As there can be changes in travel patterns (i.e., different
cases), relative efficiencies do not change monotonically, or smoothly, with 8, . The kinks
and jumps are either caused by a change in travel patterns, or a change from interior to corner
solutions.

In the absence of road pricing, relative efficiencies under all supply regimes generally
decrease with 6, , especially when 6, is below 0.8. Indeed, the increase in 6, means a
smaller benefit from in-vehicle activities, and thus reduces the welfare under all regimes.
Compared to the no-toll cases, welfare is impacted less when queuing is eliminated by time-
varying tolling. This means that relative efficiency is determined more by the change in the
welfare gains of the no-toll regimes (numerator of relative efficiency). As a result, relative
efficiencies without road pricing decrease with 6, .

However, we also find the relative efficiency increases over a certain range with 6, .
Indeed, when @, exceeds 0.8, the increase in €, lowers both the number of autonomous
cars and the congestion externality that autonomous car users impose, which tends to raise
efficiency. It also raises the number of normal cars and the congestion externality normal car
users impose, which tends to lower efficiency. Under public and private monopolistic supply,
the relative efficiency starts to increase when 6, exceeds 0.91. The reason is that when 6,
is lower than 0.91, the latter effect dominates and as 6, exceeds 0.91, the former effect

dominates. Due to the private monopoly power, the relative efficiency under private supply is
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generally lower than that under public supply. Nevertheless, it can be observed that when 6,
is between 0.72 and 0.82, the second-best public supply and private supply have the same
relative efficiency. This is because all users choose autonomous cars, and the private
monopolist finds it unprofitable to apply a private monopolist premium.

With road pricing, as the congestion externality is eliminated, the performance of private
supply depends on the degree of monopoly power. Fig. 8 shows that the relative efficiency
increases with 6, only when 6, is below 0.87. This is because a higher 6, lowers the
number of autonomous cars and reduces private monopoly power. Nevertheless, when 6,
exceeds 0.87, autonomous car users travel first. The increase in €, lowers the toll for them
and thus attracts more users to choose autonomous cars. This makes more autonomous car
users subject to the monopoly power of the private monopolist, which leads to slightly
decreased relative efficiency.

As queuing is a pure loss, road pricing performs considerably better than no road pricing
throughout Fig. 8. In the absence of road pricing, when 6, exceeds 0.8, the over-supply
caused by the zero mark-up under perfect competition is more harmful than the under-supply
caused by private monopoly power. This means that private monopolistic pricing may perform

better than perfect competition.
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Fig. 8. Effects of 6w on relative efficiency.
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5.4 Varying MC*

We now consider the effects of the marginal automobile cost of autonomous cars, MC?,
with 6= 0.8, 0= 0.5. Fig. 9a shows that, as one might expect, the number of autonomous
cars decreases with MC“ under all supply regimes. The curve for “CP, Pub” gives the social
optimal outcome. Since road pricing eliminates queuing, suppliers stop providing autonomous
cars earlier with congestion tolling than without tolling (for the marginal cost of 9.6 vs 17.1).
The zero mark-up under marginal cost supply without road pricing leads to over-consumption
of autonomous cars, whereas private monopolistic supply leads to under-supply, especially
when combined with road pricing. For welfare-maximizing public supply without tolling, an
MC*? below 1.2 leads to under-supply, and over-consumption when MC* exceeds 1.2. When
MC? exceeds 3.9, the mark-ups become negative. This reflects the need for a subsidy to attract

more users to switch to autonomous cars.

A larger marginal cost of automobiles naturally reduces social welfare, also under
optimum pricing and tolling. The relative efficiency depends on the relative strength of the
welfare loss from the evaluated scheme and that under the welfare-maximizing supply with
road pricing. Fig. 9b shows that without road pricing, relative efficiency decreases with MC“.
In particular, as MC” increases, the relative efficiency of marginal cost supply approaches
welfare-maximizing public supply when MC? is lower than 3.9, and approaches private
monopolistic supply when MC* exceeds 3.9. In contrast, with road pricing, the relative
efficiency of private monopolistic supply increases with MC*, as a higher MC” lowers the

number of autonomous cars, and the mark-up is less distortive.
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5.5 Varying the price elasticity of demand

Finally, we consider the effects of users’ price elasticity of demand on the relative
efficiency of different congestion and supply regimes. We keep 6, =0.8, 6, =0.5 and vary
the absolute value of the demand elasticity from 0 to 20, by making the demand curve tilt
around the equilibrium in the base equilibrium without autonomous cars.

Fig. 10 shows that, without road pricing, all relative efficiencies decrease with the
elasticity. As demand becomes more price-sensitive, the numbers of autonomous and normal
cars both increase, even though the sensitivity analyses are constructed such that the
equilibrium prices and quantities are the same in the base equilibrium for each demand
elasticity. This raises the occurrence of congestion and thus lowers the relative efficiency of
welfare-maximizing public supply and marginal cost supply, and more so for marginal cost
supply due to the zero mark-up. For private monopolistic supply, although the increase in the
number of autonomous car users tends to raise the private monopoly power, the increase in
the total number of car users lowers users’ willingness to pay. As the latter effect dominates,
the private monopoly power decreases. The increase in congestion continues to dominate over
the reduction in private monopoly power. Consequently, the relative efficiency of private
monopolistic supply decreases with price elasticity, and is slightly lower than with welfare-
maximizing public supply.

With road pricing, the relative efficiency under private monopolistic supply decreases
slightly with price elasticity, because the first-best welfare gain (denominator of relative

efficiency) increases more than the welfare gain under private monopolistic supply.
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6. Conclusion

This paper investigated the effects of travelers’ in-vehicle activities in autonomous cars
using an activity-based bottleneck modelling framework. The marginal utilities of being at
home, being in the vehicle and being at work were assumed to be time-dependent during the
day. We distinguished in-vehicle home and in-vehicle work activities via allowing different
in-vehicle activities to produce different marginal utilities. Travelers’ travel equilibrium was
explored analytically in the absence of road pricing and under queue-eliminating road pricing.
We further considered three supply regimes of autonomous cars: welfare-maximizing public
supply, competitive marginal cost supply, and private monopolistic supply. The proposed
model could serve as a useful tool for evaluating various supply regimes and policies at the
strategic level for a bi-modal bottlenck system with autonomous cars.

Some important findings and new insights were obtained. First, performing home-related
(work-related) activities in the vehicle will advance (postpone) autonomous car users’
preferred arrival times (Proposition 1). This result is different from existing studies using the
traditional bottleneck model with piecewise constant marginal activity utilities, in which
travelers’ in-vehicle activities do not affect their preferred arrival times. Second, in the absence
of road pricing, autonomous and normal car users may arrive sequentially or simultaneously;
under queue-eliminating road pricing, autonomous and normal car users may travel
sequentially or alternatingly (Proposition 2, Proposition 3 and Proposition 9). The resulting
travel patterns are different from those found in current studies (see, for example, Van den
Berg and Verhoef, 2016; Tian et al., 2019; Pudane, 2020), as our model allows for
heterogeneity in both scheduling preferences and preferred arrival times. Ignoring the
distinction between in-vehicle home and in-vehicle work activities may cause bias in
evaluating travelers’ travel behavior. Third, travelers’ own-congestion effects exceed the
cross-congestion effects: travelers tend to impose higher external costs on travelers of their
own type than travelers with different preferences (Propostion 4). The marginal external
benefit of switching from a normal to an autonomous car may be positive or negative,
depending on the marginal utilities for different activities and the number of autonomous cars
(Proposition 5). Compared to the ‘negative heterogeneity effects’ in Van den Berg and Verhoef
(2016), in which in-vehicle activities are modeled as a reduction in the value of time losses,
we find that ignoring time-varying scheduling preference may over-estimate the congestion

effects caused by autonomous cars. Fourth, the supply decisions on autonomous cars under
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different supply and road pricing regimes were obtained analytically and compared
(Propositions 6-8, Proposition 10).

By evaluating the relative efficiency of alternative suppliers’ provision decisions, we find
that welfare-maximizing public supply with road pricing shows the best performance, which
is the social optimum and leads to zero mark-up on autonomous cars, followed by private
monopolistic supply with road pricing. This implies that competive marginal cost supply with
queue-eliminating road pricing achieves the social optimum, and the over-supply of cars under
welfare-maximizing mark-up in the absence of road pricing is more harmful than the distortion
of private monopoly power with road pricing. In the absence of road pricing, marginal cost
supply may also be more harmful than the private monopolistic supply of autonomous cars.

This research studied travelers’ trip-timing preferences and decisions in the morning
commute when both autonomous cars and normal cars are present. Our findings indicate
several important managerial implications. Some of these concern the suppliers of
autonomous cars. First, ignoring travelers’ time-varying scheduling preferences and the
various in-vehicle activities may lead to biases in estimating the benefits of introducing
autonomous cars. Since the benefits from in-vehicle activities have a significant impact on
travelers’ willingness to pay for autonomous cars, we would suggest car manufactures and car
suppliers collect more information about travelers’ in-vehicle activity preferences and the
factors that may improve travelers’ marginal utilities in the vehicle. Second, since increasing
the number of autonomous cars tends to lower the marginal external benefit of switching from
a normal to an autonomous car, large car suppliers may find it advantageous to take the
congestion effects caused by autonomous cars into account when deciding their supply
decisions.

In terms of policy making, this study provides guidelines for regulators seeking to
regulate car provision and traffic congestion to improve welfare. First, the marginal external
benefit of switching from a normal to an autonomous car will become negative if the number
of autonomous cars exceeds a certain level. This means that regulators should not blindly
encourage autonomous driving but instead make informed trade-offs that take such effects
into consideration. Second, on the supply side, as prefect competition may lead to over-
consumption or under-supply of autonomous cars, we advise governments to base their policy
with regard to the adoption of autonomous cars on solid modeling of the respective market,
so that counter-productive interventions — e.g., providing subsidies when marginal external

benefits are already negative — can be prevented. In the absence of road pricing, perfect
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competition may be more harmful than the private monopolistic supply of autonomous cars,
which further underlines the importance of conducting careful market analysis before
implementing industrial policies: even the desired direction of an intervention is not
necessarily clear beforehand. Third, to eliminate the congestion externality further, we would
suggest that governments implement time-varying congestion pricing. By doing so, perfect
competition achieves the social optimum.

This study is the first quantitative approach to analyzing the relationship between in-
vehicle activities and travel patterns under time-varying scheduling preferences and dynamic
congestion. It provides new insights into the issues of autonomous cars and dynamic
congestion. However, some important questions deserve attention in future research efforts.
First, empirical evidence on how in-vehicle utility varies by activity and time of day is still
limited. In this paper, we have assumed that travelers derive a constant fraction of the utility
from either home-related or work-related activities. If other forms of marginal utility functions
are adopted, the framework of the modeling approach and analysis remains but the travel
patterns may be different. For instance, if we relax the assumption that 6, and @, are
constants and consider time-varying 6, (t) and 4, (t), the peak of the travel delay function
with autonomous cars is likely to exceed the travel delay peak with normal cars. Hence, it is
possible that autonomous cars travel in the center of the bottleneck, and normal car users travel
in the shoulders, as discussed in Van den Berg and Verhoef (2016). In order to make use of
the proposed model for practical applications in reality, there is a need to estimate and measure
the marginal utilities for different activities, using stated or revealed preference data (see, e.g.,
Tseng and Verhoef, 2008; Hjorth et al., 2015; Correia et al., 2019). Second, it seems plausible
that the marginal utility obtained from the same in-vehicle activity may differ from person to
person. In any case, the parameters 6, and 6, are likely to vary over individuals. Then,
travelers self-select arrival times according to their endogenous heterogeneity in preferred
arrival times and scheduling preferences. Overall, travelers will be divided into more separate
groups. Third, there may also be pre-existing heterogeneity between travelers, which may
lessen the endogenous heterogeneity effect caused by autonomous cars. In this situation, some
normal and autonomous car users may have the same marginal utility functions and preferred
arrival times, implying that they travel mixed and reach the bottleneck at the same time. Fourth,
when autonomous and normal cars are mixed, the proportion of autonomous cars will have a
significant impact on traffic velocity and road capacity. The proposed model can be extended

to incorporate the potential change in capacity. In particular, in future autonomous car markets,
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there may exist a range of car suppliers and individuals may regard different cars as imperfect
rather than perfect substitutes. The competition and cooperation between the suppliers will be

an interesting topic for future research.
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Appendix A. Proof of Proposition 2

We use the contradiction method. We only illustrate for the case in which autonomous
car users travel in the center and normal car users travel in the shoulders of the peak period,
as shown in Fig. 11. Suppose the travel pattern in Fig. 11 happens. Assume autonomous car
users travel in the interval [t ,t, ], and normal car users travel in the intervals [t,t ] and
[t,.t.].

At arrival time t ,, the slope of the travel delay function for autonomous car users is

na >

larger than that for normal car users. From Eq. (6), we obtain:
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G Wl o WIIt

_ G, : (Al)
6, Ht, -TIt.1-T,] H't, —T[t.]-Tg]
which can be further simplified as:
8, <6, . (A2)

Meanwhile, at arrival time 74, the slope of the travel delay function for autonomous car

users is smaller than that for normal car users. We obtain:

e WD WR]

eH Hn[t_T[tan]_Tff] Hn[t_T[tan]_Tff]
which implies:
4, >0, . (Ad)

It is clear that Eq. (A2) contradicts Eq. (A4). Consequently, the above case will not
happen. Using the same logic, we can prove it is also impossible for normal car users to travel

in the center and autonomous car users to travel in the shoulders of the bottleneck.

Travel delay

Autonomous cars
Normal cars

Arrival time

Fig. 11. Autonomous car users travel in the center of the bottleneck.

Appendix B. Solving the travel time equilibrium without road pricing

We use case 1 as an example, and the derivation of other cases can be solved by the same
logic.

In case 1, autonomous car users arrive in the interval [t,t, ], and normal car users arrive
in the interval [t ,t.]. In equilibrium, travelers with the same car type should have the same

travel cost regardless of their arrival times; we thus have c°[t,]=c’[t,.] and c"[t, ]=C"[t.].
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Consequently, the equilibrium solutions of t., t,, t,., T[t, ], c& and ¢}, can be solved

from the following system:

gH . J’:an’T[tan]fTYf H ﬂ[t]dt = 0W . J‘tzanW n[t]dty

szﬁ
T H[dt= [T Wt
J.tan_-l—[tan]_-rff [t] t_J.lan [t] t,

t.—t,=N"/s, t, -t =N*/s,

' tan

n [“* n [”* n
ch =jHﬂ H"[t]dt - L W "[t]dt,

(BI)

a = n = n
i =6,- jt L HTtdt-8, j W "[t]dt.
The first two equations are derived by substituting the expressions of c°[t.], c®[t,],

c"[t,,] and c"[t.]in Eq. (4) into C’[t,]=c"[t,,] and c"[t, ]=c"[t,]. Therefore, once the

marginal utility functions are given, we can determine the arrival time choices through solving

Eq. (B1) directly.

Appendix C. Proof of Proposition 4

We illustrate with 6, <8, . According to the first two equations in the equation system

(B1), we have:
n tn* n t n a ta* n ta* n
—j L H [t]dt—L WI[t]dt, ¢ =8, j” H"[t]dt - &, jt W "[t]dt .

Cnr =

(C1)

Taking the derivate of ¢y, and cg; inEq.(Cl)withrespectto N® and N" yields:

ocy, n n ate ocy n n ats
= W= =Ty D)o =8 = (6, W] =6, - HOIL =T )

ON"
GC;T n n ot aC:rr n n

=(8, W"t]-6, -H"[t, =T, 1) —=, =(Wt,]-H"Tt, -T.]) ==
e = (G WIILI=6, - HPI =Ty 1) S =80 = (WPTL] - HP Tt — T 1)

Because all users travel in the period [t;,t,], autonomous car users travel in the period

(C2)

[t.,t,.] and normal car users travel in the period [t,,,t.], we have:

t,—t.=(N*+N")/s, t,—-t, =N"/s, t, -t =N?/s and
6te ats 1 ate _ ats 1

= +=; = +
ON"  ON" s ON® ON? s
Combining Eq. (C3) and the first two equations of Eq. (B1), we obtain:

(C3)
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a (M ~Ty1-WR)

Sn = n n n n n n <O’ (C4)
oN HH (H [ts _Tﬁ]_H [te _Tﬁ])—"_HH (W [te]_W [tan])—"_QN (W [tan]_W [ts])
n n 1
a (6T ~Te 1= 6, - WIILD)- 0 (©)
oN*® - gH (Hn[ts _Tﬁ]_ Hn[te _Tff ])+6H (Wn[te]_wn[tan])—i_aw .(Wn[tan]_wn[ts]) -
o, o, 1 _ 0y '(Hn[te _Tff]_Wn[te])+(0H —6y) W'[t,] £<0' (C6)
ON*ON* s g, (HIt —T, - HIt, - Ty 1)+ 6, (WL 1-W [, 1)+ 6, - (W [t -W"[t]) s
A _ a1 (6 HT —Ti 1= Gy WILD)+ Gy = 00) W] 1o,
ON" ON" s G, (H"t,~T,]-H"[t,~T,1)+ 6, (W'[t,]-W"[t,,])+ 6 -(W"[t,,]-W"[t,]) s
Taking the difference between Eq. (C6) and Eq. (C4) yields:
1
o, — Wt 1=
oot OO W] <0. (C8)

ON* ON" g, (H It =T 1= HIt, =T, 1)+ 6, (W"[t,]-W"[t, 1)+ 4, -(W"[t,, ]-W"[t.])
Taking the difference between Eq. (C7) and Eq. (C5) yields:

ate 8te (QN _HH ) ’Wn[tan]/s > 0. (C9)

ON" ON* 6, HIt, T, 1-8, W'ILT+ (G, —6,) W't 1- 6, -(H'It,~T, 1-W"LL,])

Substituting Eqs (C4)-(C7) into Eq. (C2) and taking the different between ocp; /ON" and

aci; /ON? , and the difference between oc’, /ON® and aci, /oN" yield:

oacy,  ochy ; ; ot, ot

NT N W= H Tt =T ) (— ——2) >0, C10
aNn aNa (VV [e] [e ff]) (aNn 8Na) ( )
ocir  OCur ; ; ot, ot

—NL__NT (g, -W'[t.]-6, -H"[t.]) (= -—>)>0. Cll
ON?®  ON" @ WIL]=0, -HILD (aNa 8N") (1D

Hence, och; /ON">ach, /ON® and ac?; /ON® >6c3, /ON" are satisfied for 6, <8, .
Using the same logic, we can prove that when 6, >6, , ac3 /oN®>oci; /ON" and

achy /ON" > ol /ON?  are still satisfied.

Appendix D. Proof of proposition 5

Substituting Eq. (C2) into Eq. (7), we can find the marginal external cost imposed by

users with car type i, MEC':
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MEC* =N*-(8, W'IL]-6, - H'[L])- 2 +N(\N[t] H[t, —

8tsa +%). (D1)

MEC" =N?-(4, -W"[t,]-6, - H"[t.])-

6N”+N -W"t.]-H"[t. -

Taking the difference between Eq. (D1) and Eq. (D2) yields:

8tsn + %) (D2)

MEB = MEC" — MEC®
o - (D3)

=(N*-(@, W"[t,]-6, -H"[t)+N"-W"[t,]-H"[t, - T,]))- (éNn—aNz)

Substituting Eq. (C8) into Eq. (D3) yields:

MEB = MEC" — MEC?

(B =0) Wt (N (G WLt ]-6, - H' L) +N"- W[t ]-H"t, -T, D)) 1. (DY
0, (WL HIt, T, 1)+ (6, -HIL ~Ty 1= 6y W]+ (dy —6,) WL, ] s

as expressed in Proposition 5. As H'[t] is non-increasingand W'[t] is non-decreasing over

t, the denominator of Eq. (D4) is positive. Hence,

OMEB _ Gy —0,) W'ty ] (G W't ]-6, -HL]) /s
ON® 0, (W't ]-H"t, - T, 1)+(6, - H"[t, =T, 1- 8, -W"[t,])+ (6, —6,,) - W"[t, ] (D5)
OMEB _ 6y —6,) W"[t,.]- W [t ]-H"[t, - T, 1) /s

= >0
ON" 6, -(WIt]-H"Tt, =Ty 1)+ (6, - HIt =Ty 16y W IL])+ Gy —6,) W"IL,,]
This completes the proof of Proposition 5 (i). Using the same logic, we can find the marginal

external benefit under 6, >4, .

Appendix E. Derivation of second-best public pricing of autonomous cars

The Lagrangian associated with the welfare-maximizing problem in Eq. (9) is:

N2+N" a a n a n a n n a a
N"‘,r[l]"a,li/l(ua SW:JO Dn]Jdn—cg [N, N"]-N* —cg [N, N"]-N" —MC*-N

—2%-(DIN®+N"]-c% [N*,N"]-MC* ~MU*) : (ED)
—A"-(D[N*+N"]-c{;[N*,N"])

Taking the derivatives of Eq. (E1)to N?, N", MU? A% and A" yields:

aSW:D_aCNT a a 6CNT. n—MCa—/la' D/_aCNT —ﬂ,n- Dl_aci :0,(E2)
oN® oN® ON® ON* N

aSW _ D_ac Na_ n _aCNT .Nn —la' D’_aCNT _ln . D’—aCNT :0, (E3)
N N’ N’ ON' ON*
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BW__ 42—, (E4)

oMU ®

6SW a n a a n a ay _

ST =—(D[N?*+N"]-c};[N*,N"]-MC* - MU*) =0, (ES)
aSW n a n n a n _

— =2 -(DIN*+N"]-c};[N?,N"])=0. (E6)

Substituting Eq. (E4) and Eq. (E6) into Eq. (E3) yields:

_ OCyyr _Na_ac,ZT N
"= oN oN ) (E7)

D! _ aCITJT
ON"

By substituting Eq. (E4), Eq. (E5) and Eq. (E7) into Eq. (E2), we can obtain the MU"

under second-best public supply, as expressed in Eq. (10). The same logic applies to profit-

maximizing private monopolistic supply.

Appendix F. Proof of Proposition 9

This proof consists of two parts: (i) we first prove that under queue-eliminating road
pricing, the travel pattern that autonomous car users travel in the center and normal car users
travel in the shoulders of the peak period will never happen. We again use the contradiction
method. Assume autonomous car users travel in the interval [t ,,t,,], and normal car users

travel in the intervals [t,t.] and [t,,t.], as shown in Fig. 12.

Toll
Autonomous cars
Normal cars
t lia { f !

an €

Arrival time

Fig. 12. Autonomous car users travel in the center of the bottleneck.

At arrival time t,, the slope of the toll function for autonomous car users is larger than

that for normal car users. From Eq.(18), we obtain:
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O H" Tt -T.1-qW"[t 1>H"[t, -T,]1-W"[t1>0. (F1)
Eq. (F1) can be further written as:

H n[tna _Tff] < l_HW
Wn[tna] l_HH ,

ie, 6, <0,. (F2)

Meanwhile, at arrival time t, , the slope of the toll function for autonomous car users is

smaller than that for normal car users. We obtain:

O, H"t, T, 1-8W"[t, 1<H"It, —T,]-W"[t,.]<O. (F3)

This implies:

Yvn[ta“] <(1_9H),i.e., 6, <8,. (F4)
H [tan _Tf‘f] (1_0\/\/)

As Eq. (F2) contradicts Eq. (F4), the travel pattern in Fig. 12 will not happen.

(i1) We summarize the possible equilibrium travel patterns and the associated conditions
for each case to happen in Fig. 13 and Table 7. The toll in Fig. 13 can be interpreted as iso-
price curves. The specific travel patterns are jointly determined by the preference conditions

and the time conditions, as presented in Table 7.

—— Autonomous cars -~ T Autonomous cars _ — Autonomous cars
-=="Normal cars #" . === Normal cars 77 === Normal cars
Y, N
\

-~ Double peaks
S

S
. d N
S/ One peak S ol Double peaks
\ /
\

Toll {t]
Toll {t]
Toll 7[t]

One peak
N LT TN

Arrival time t Arrival time t Arrival time t

(a)Case 1 (Double/single peak)  (b)Case 2 (Double/single peak) (c)Case 3 (two intersections)

Fig. 13. Possible equilibrium travel patterns under queue-eliminating road pricing.
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Table 7. Conditions for each equilibrium travel pattern to happen.

Equilibrium Case 1 Case 2 Case 3
Figures Fig. 13a Fig. 13b Fig. 13¢c
Travel period (a)” [t,.t,.] [t..t] [t,t,.] & [t..t]
Travel periOd (l’l)# [tan ! te] [ts ’tna] [tan ' tna]
Preference HVE;:H “Tel _@-6) | T -T,] (1-8,) H n[t:n “Tel @-6) &
. [tan] (1_9H) Wn[t ] < (1—9 ) w [tan] (l_eH)
conditions na HOHME T, ] -4,
w1 (1-6,)
Time conditions” t, >t t <td t <tl,t, >t

# (a) represents autonomous cars and (n) represents normal cars.
*ts' and t; denote the starting and ending time for the traveling in the out-of-equilibrium continuation of

the iso-price functions.

Appendix G. Proof of Proposition 10

The proof of Proposition 10 consists of two parts: (i) In equilibrium, the marginal social

cost for certain car type users equals the generalized travel price. We again take case 1 as an

example. In case 1, autonomous car users arrive in the interval [t,t ], and normal car users

arrive in the interval [t, ,t.]. In equilibrium, travelers with the same car type should have the

an’

same travel price regardless of their arrival times. The toll at arrival time ¢ is the difference
between the equilibrium travel price and the sum of the schedule delay cost and free-flow

travel cost, which can be expressed as:

°[t]=6, - J':_;” H"[t]dt -4, -JjW”[t]dt, with an autonomous car,
7[t] = o s (G1)

tE

o"[t] = ["W[tldt - [ H [tldt,  with a normal car.
The total social cost for all users, 75C, is:
TSC = [ (pElt]—7"[t]) - sdt+ [ (pLa[t]—"[t])- sl . (G2)
By taking the derivative of the total social cost in Eq. (G2) to the number of autonomous

car users, N?, we find the marginal social cost of autonomous car users, MSC?:
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a aTSC a a 6tan a . ats
MSC = aNa :(pCP[tan]_T [tan]).s'aNa_(pCP[ts]_T [ts])SaNa
n n ate n n 6tan
+(pCP[te]_T [te])s—aNa _(pCP[tan]_T [tan])SW . (G3)
a a atan n atan a
=pCP_T [tan].s.ﬁl\l_a_i_z— [tan]'s'aNazpCP

Eq. (G3) implies that the marginal social cost for autonomous car users equals their

equilibrium travel price.

Similarly, the marginal social cost for normal car users, MSC", satisfies:

oTSC

MSC" = N Pep -

(G4)

Eq. (G3) and (G4) indicate that even with heterogeneous autonomous and normal car users,
queue-eliminating tolling still achieves a social optimum when the tolls for the very first and
the very last driver are zero. Using the same logic, we can find for the equilibria in case 2 and
case 3, the marginal social costs again equal the corresponding travel prices.
(i1) The mark-up under welfare-maximizing public supply is zero.

The Lagrangian associated with the welfare-maximizing public supply problem is:

max sw = ["™ D[nJdn-TSCIN®,N"]-MC* -N*

N2 N",MU?, 424"

—A%+(D[N*+N"]- p&[N*,N"]-MU* ~MC?)-A"-(D[N® + N"]— pZ-[N*,N"])

(G5)
Solving Eq. (GY) yields:

o3

MU? = MSC® — pZ, AR
DI_ pCP
oN"

Eq. (G6) implies that a marginal cost supply of autonomous cars achieves the social optimum.

-(MSC" - pZ,)=0. (G6)
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